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VHIS is a firm. irrevocable and 

highly unusual offer. 

If Mr. Khrushchev will drop a 
line to the Editor of THe Ex- 
CHANGE Magazine. it will be our 
pleasure- editorially speaking to 
put him on our subscription list 
for one year and waive the usual 
$1.50 annual fee. 

Our offer to Mr. Khrushchev is 
unusual because we believe that 
any worthwhile product of capital- 
ism- -such as the Magazine 
should command a price. At the 


same time. we feel Mr. Khrushchev 
might benefit-—although. frankly, 
we have at least mild reservations 

from a year’s exposure to THE 
EXCHANGE, 

Our unprecedented offer to Mr. 
Khrushchev was inspired by an 
analysis of the Magazine's sub- 
scription list and to that extent our 
motives are not entirely unselfish. 
This vear. for instance, the Mag- 
azine for the first time added sub- 
scribers in British Guiana. Iraq. 
Jordan, Luxembourg, Wales and 
the Dominican Republic. Nowhere 
in our lists, though, do we find 
subscribers in Russia. Poland. 
Bulgaria, Albania, Hungary--or 
even Yugoslavia. 

At the latest count, THE Ex- 
CHANGE has subscribers in all 50 
of the United States and some 80) 
foreign countries. Top states in 
the number of subscribers are New 
York, California, Illinois — and 
Pennsylvania—-which corresponds 
pretty closely with the incidence 
of shareownership among the vari- 
ous states. 

Canada leads the foreign list 
with 691 subscriptions, followed 
by Mexico with 60, Venezuela 
with 58, Switzerland with 47. 
Colombia ++} and France 29. 

Subscribers in Cuba have de- 
clined to 26 in 1900 from 12 last 
vear. Our subscription department 
is checking into this. 
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HOUSEWARES— 





RETAILING’S LIVELIE 
YOUNGSTER 


By Donacp E. NoBLe 





President. Rubbermaid Incorporated 


rgviis is a realistic forecast of 
| growth and profit expectancy 
in the housewares industry. The in- 
dustry is an ancient one, dating 
hack to the peddler who cried out 
his wares in the ancient Egyptian 
capitals of Luxor and Thebes, It is 
also an industry which less than a 
veneration ago became a major in- 
dustry, with a growth so rapid in 
recent years in both hew company 
formation and product range that 
even its own experts can only esti- 
mate its present sales volume at 
about five billion dollars a year. 

The housewares industry — in- 
cludes no company that approaches 
the size and earnings of a General 
Motors or a United States Steel. 
Yet there are only a few halls in 
the country large enough to contain 
the product exhibits held by the 
National Houseware Manufactur- 
ers Association twice each year. 
At the most recent of these conven- 
tions, held last July at Atlantic 
Citv. over 25.000 visitors arrived 
for the week-long exhibit. In the 
city’s Convention Hall. 750 house- 
ware manufacturers showed their 
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newest product lines. and another 


500 used three nearby hotels. When 


it is realized that over 50 per cent 
of today’s houseware manufactur- 
ing Companies were not even in 
business 15 years ago, housewares 
appears to deserve the nickname 
eiven it not long ago as “the retail- 
ing industry's liveliest voungster.” 

The industry has not only be- 
come noted for its size in recent 
vears. but also for its diversity. For 
example. when Rubbermaid was 
organized 26 years ago by a rub- 
ber chemist named James R. Cald- 
well (now Chairman of the Board) 
it had one product to market-—a 
rubber dustpan that was first sold 
door-to-door, Today the company 
is manufacturing over 75 items 
for housekeeping and homemaking 
conveniences in its housewares di- 
vision alone. This year. the com- 
pany will probably record $27 mil- 


lion in gross sales. 


Significant Trends 


The potential investor in the 
housewares industry should be 
aware of two trends of particular 
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Donald E. Noble, who joined Rubbermaid 19 
vears ago as its chief accountant, was elected 
president and general manager in August, 1959. 
From 1943 until 1956, he served as secretary 
and treasurer; 
charge of finance in 1956, and executive vice 
president two years later. 

A graduate of Western Reserve University, 
Mr. Noble was associated with the National City 
Bank of Cleveland, and had been an instructor 


was elected vice president in 


in economics at Heidelburg College, Tiffin, Ohio, before joining 


Rubbermaid. 


As president of Rubbermaid, Mr. Noble heads a company which 
now has five subsidiaries in the United States and Canada, over 1,000 
employees, and over 2,500 shareowners. 





significance to this industry. The 
first is the rapidly expanding 
change in household living and 
leisure time patterns now taking 
place in the United States. and vir- 
tually certain to continue. For ex- 
ample. the trend toward outdoor 
entertaining and eating -a trend 
no longer limited to the West Coast 

has opened up a whole new area 
of product need for such items as 
outdoor tables. cooking and sery 
ing utensils. decorative and weath- 
er proof furniture. At Rubbermaid. 
we share in this trend by market- 
ing a plastics product line of cov- 
ered pails——colorful. well-designed 
and sturdy— -which are used in out- 
door entertaining for everything 
from holding iced bottled drinks 
to after-the-picnic trash. An entire 
new manufacturing division was 


formed three vears ago to supply 
molded rubber and plastic acces- 
sories to the pleasure boating in- 
dustry——an industry that has passed 
from the novelty stage to a majo 
market. 

A second characteristic of the 
housewares industry is that it may 
be expected to produce, from time 
to time, the “hot” product. that 
sweeps across the country in a mat- 
ter of weeks. At one of the national 
housewares conventions, for exam- 
ple. a plaid-colored picnic thermos 
“walked off with the show.” At an- 
other of these conventions, Rubber- 
maid introduced its first: Draine: 
Tray. This is a_ ribbed. sloped. 
molded rubber mat, available in a 
variety of decorator colors, and de- 
signed to protect drainboard sur- 
faces at the same time it provides a 
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sale. rubber-cushioned run-off area 
for water. This product not only 
found a large and immediate mar- 
ket. but has remained a mainstay 
of the Rubbermaid line. 


Investors in Housewares 

To the investor considering a 
housewares manufacturing com- 
pany as a potential stock invest- 
ment. there are a number of other 
factors which are worth his atten- 
tion. They are: 

New product development. With 
the varied architectural and design 
changes now taking place in the 
\merican home, and woman’s ever- 
present interest in making that 
home more comfortable and_ liv- 
able. it follows that the industry 
which wants to provide a major 
share of homemaking accessories 
maintain 
product investigation and develop- 


should vigorous new 
ment. In one year. for example. 
Rubbermaid has introduced as 
many as eight new products. Prod- 
uct re-styling may also be consid- 
ered as a positive indication of an 
ageressive. well-managed house- 
ware firm, 

The housewares industry expects 
its volume to double to $10 billion 
by 1970. Most of this growth will 
probably come from the sale of 
products whose designs are not 
yet on the drawing boards. 

New Colors 

Color, The American economy 
in just a few years has become a 
color-conscious economy. The 
shade of sandalwood. for example. 
was unheard of except in scattered 
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instances a decade ago. Today, 
sandalwood as a consumer color is 
news in everything from new cars 
to dish drainers. The importance 
of color in housewares can be at- 
tested to immediately by anyone 
who walks through the housewares 
department of any store. Color is 
everywhere, and the “new” color 
of the day receives top priority in 
the various product displays. 

Advertising and marketing. The 
housewares industry is. by and 
large, a promotional industry that 
calls attention to new products. 
product) modifications and new 
home uses for established products 
through vigorous advertising and 
marketing programs. Such pro- 
grams are not luxuries. They are 
vital to an industry which may in- 
troduce hundreds of new products 
for the home in a year’s time. Rub- 
bermaid, in its financing, has al- 
ways been a conservative company. 
but the company still is not too far 
away from the day in 1947 when 
it borrowed money to pay for ad- 
vertising expenditures considered 
essential at that time. 

Alertness to distribution changes 
and trends, Along with such socio- 
logical changes as the shift of rural 
population. the growth of suburbs 
and the widening of mass purchas- 
ing power have been significant 
changes in ways and means of pre- 
senting merchandise to the con- 
sumer. Housewares Review report- 
ed that buyers from 15 separate 
retail classifications were present 
at the last national houseware con- 
vention. in addition to 13 catego- 
ries of wholesale buying firms. The 
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housewares manufacturer organ- 
ized to service all of its types of 
distributors with prompt deliveries. 
and provide a range of attractive 
display fixtures on which its mer- 
chandise may be presented to the 
shopper, enjoys a competitive ad- 
vantage over slower-moving firms. 
Utility + Style 

Vatching product to quality 
and good taste. The factors that 
have contributed to an increased 
awareness on the part of the shop- 
per to good quality. good taste, and 
good design in consumer products 
are too numerous for the scope of 
this summary. Among the major 
ones. however. are the widening of 
public education: the spread of 
communication through new me- 
dia: travel by more Americans to 
more places here and abroad: and 
the spread of the “do-it-yourself” 
crafts that have made millions of 
\mericans increasingly conscious 
of product texture, color, shape 
and design. Rubbermaid. for ex- 
have 


ample. would undoubtedly 


achieved) growth over the past 
vears through the utilitarian val- 
ues of its products. Nevertheless. 
a large share of the company's suc- 
cess has also been due to the care- 
ful styling of the various product 
groups which perform essential and 
often unglamorous household tasks 
a bin to hold vegetables. a laun- 
dry basket, dish drainer, waste 
basket or trash container. 
Diversification of lines. In an in- 
dustry which has achieved success- 
ful entry into almost every area of 
home living and housekeeping, and 
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where product functions vary from 
room to room, the opportunity for 
product diversification is often 
synonymous with opportunity for 
company growth. Using Rubber- 
maid again as an example, nearly 
25 per cent of the company’s pres- 
ent sales volume is currently re- 
corded by the automotive division. 
which originated when the flexible. 
rugged construction of the Rubber- 
maid Door Mat was modified into 
an automobile throw rug that would 
protect car floors against wear and 
dirt tracked in by passengers. 
(nother subsidiary. Mid-West Me 
tallic Products. Inc.. supplies the 
parent company with wire frames 
used in its dish and utensil hold- 
ing racks. Mid-West also utilizes 
the lightness and streneth of fab- 
ricated wire for a new product 
line marketed as the Nestaway 
Bakery Rack. These racks are used 
baked 
bakeries to the consumer through 
either retail 
door trucks. 


to transport goods from 


outlets or door-to- 


The housewares 
summary). 


industry, in 
presents a wide and 
erowing range of interesting  in- 
vestment possibilities. Product de- 
velopment is varied, rapid and con- 
stant. Advertising and marketing 
are essential elements of the busi- 
ness. The increase in discretionary 
when matched 
with the attention more American 


spending power. 
families are giving to beautifying 
the home and easing everyday 
household tasks. supports the in- 
dustry’s prediction that within ten 
years. the industry 
should double its present size. 


housewares 
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Make it avery 
Merry Christmas 
ice} am-\'4-la'seloloh a 


Give all 
your friends 
a subscription 
to 

THE 


EXCHANGE 


MAGAZINE 











Give your friends who invest in stocks and 
bonds, or who are planning to do so, subscrip- 
tions to THE EXCHANGE Magazine for 
Christmas. They will find it of great help, and 
will thank you all through the year. 

An Attractive Gift Card will carry 

your greetings in time for Christmas 

A Christmas Gift Card, bearing your name as 
donor, will be mailed just before the holidays. 
It will carry your greetings and good wishes. 


Write on the page to the right the names and 
addresses of each friend to whom you want 
THE EXCHANGE sent for 1 year as a gift. 
If you need more room, write the additional 
names and addresses on a separate sheet of 
paper. 

Be sure also to write your own name and ad- 
dress where indicated. If you are not now a 
subscriber yourself, may we suggest that you 
enter your own subscription too. 

When your list is complete, detach the entire 
page. Enclose your check in the pocket. Fold, 
seal and drop in the mail. No postage neces- 
sary. 


< BNCLOSE®VYOUR CHECK + SFAL ANO MAIL 
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7. owners of common stocks 


listed on the New York Stock 
Exchange received a record-break- 
ing $7.218.907.550 in cash divi- 
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dends in the first 9 months of 1960. 

This total represented: 

e The 18th consecutive year in 
which cash common dividends have 
reached a new peak for the first 9 
months of the year. 

e An increase of 7'¢ or. to be 
exact. a gain of $171.323.140 for 
the same companies the 
first 9 months of 1959, 


Interestingly enough, though. the 


over 


percentage gain over last year was 
lower than for the first quartet 
and first half of this year. The first 
quarter of 1960 topped the first 
quarter of 1959 by 8.2. The 
first half topped 1959 by 7.9'. 

Nevertheless. the 7(¢ gain for 
the first 9 months compared with a 
5‘¢ gain in cash dividends report- 
ed by the Commerce Department 
for all corporations issuing public 
reports. 

There were 1.125 common stocks 
listed on the Stock Exchange at the 
end of September this vear. Of 
this total 965 paid one or more 
cash dividends during the first 
9 months. 

Larger dividends were paid by 
538 companies. The same amounts 
were paid by 370 companies and 
77 companies paid less. In the 
table, the total of 77 issues under 
includes 
20 companies which paid no cash 


the heading of “Less” 
dividends in the first nine months 
of 1960 but which did pay in the 
corresponding 1959 months. 

All but 3 of the 25 industrial 
sroups paid larger total dividends 
compared with last year. The ex- 
ceptions office 


were aircrafts. 
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CASH DIVIDENDS PAID ON 


LISTED COMMON STOCKS 


1ST 9 MOS. 1960 VS. 1ST 9 MOS. 1959 
____Number Paying 


Stocks Ist 
Listed 9 Mos. 


9/30/60 1960 More Same Less 


TRE gb ik eeiawwaneses 37 30 15 
Amusement ............ 17 13 7 
Automotive ............ 55 48 30 
BOM aise ecase gna as 42 36 22 
SS eee 100 94 58 
Electrica) 2... 5c cnccwccns 55 40 22 
ae 46 37 20 
Foods & Commodities .... 84 74 43 
Leather 10 8 5 
Machinery 135 108 61 
Mining bid in Adin 42 29 11 
Office Equipment ........ 11 6 3 
Paper & Publishing 40 37 20 
Petroleum & Natural Gas 48 42 17 
Railroad & RR Equipment 61 45 14 
Real Estate 10 9 7 
Retail Trade 65 61 32 
Rubber 14 14 10 
Services . 8 15 10 
Shipbuilding & Operating 11 9 2 
Steel & Iron 38 34 17 
Textile 40 31 18 
a 14 14 10 
eee 112 111 76 
Foreign Stocks 23 20 8 

1,125 965 538 


Amount Paid 


First 9 Mos. be Cent 

1960 Change 

12 6 $ 103,396,610 —13.3 
6 1 30,534,900 + 16.2 
15 6 595,091,160 + 62 
9 6 118,511,880 + 6.1 
35 2 818,482,470 + 7.0 
16 3 326,644,150 + 9.1 
16 2 170,586,860 + 20.3 
23 9 282,906,600 +10.1 
3 1 20,057,900 +15.6 
41 7 383,130,680 +14.8 
16 2 183,995,420 + 02 
2 3 19,102,360 — 12 
16 1 153,009,170 + 67 
22 3 1,088,509,550 + 3.9 
27 5 258,439,420 + 7.6 
1 1 19,191,190 +31.6 
25 4 315,913,720 + 76 
3 1 76,600,800 +13.4 
5 32,022,560 +15.3 
4 5 13,412,700 —29.1 
17 376,917,710 + 29 
12 2 59,884,570 +319 
2 2 102,531,720 + 66 
33 2 1,543,469,970 + 76 
9 3 126,563,480 + 6.0 
370 77 $7,218,907,550 7.0 





equipment, and shipbuilding & 
operating shares, The last group 
showed the largest percentage de- 
at 29.1‘;. Aircrafts 
down 13.37 and office equipment 

12%. 


percentage 


cline were 
stocks a mere 

Largest increases 
were reported by textile issues at 
31.9°7.. followed closely by real es- 
tate stocks at 31.647. Ranking third 


among the higher pavers were 

financial stocks. up 20.37. 
Three groups of listed stocks 

contributed roughly $3.5_ billion 
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total dividend = disburse- 


ments of some $7.2 billion. These 


toward 


were utilities, petroleum & natural 
gas issues, and chemicals. 

Only three groups of listed com- 
panies had perfect records for the 
first 9 months—and this followed 
a familiar pattern, All 1-4 tobaccos, 
15 (such 
and vending machine companies) 
and 14 rubbers paid out at least 


services as advertising 


one cash dividend in the first nine 
months, Utilities also scored a fine 


111 out of 112. 


record 
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“Security Credit—Its Eco- 
nomic Role and Regulation,” 
a pioneering study of the his- 
tory and functions of credit 
in the securities markets, was 
published in early November 
this year by Prentice-Hall. 
Inc. (194 pp, $4.95) 

The study was planned and 
written by Dr. Jules 1. Bogen. 
Professor of Finance, and 
Dr. Herman E. Krooss, Pro- 
fessor of Economics in the 
Graduate School of Business 
Administration of New York 
University. 

The Graduate School re- 
ceived a grant from the New 
York Stock Exchange to fi- 
nance this research project. 
Statistical and other data 
were obtained from the Ex- 
change, the Federal Reserve 
Bank of New York and the 
Department of Banking of 
the State of New York. The 
authors are solely responsi- 
ble. however. for the conclu- 
sions reached. 

In the accompanying article 
the authors have outlined 
briefly some of the many 
areas covered in this defini- 
tive study and summarized 
some of their conclusions. 
Lack of space. unfortunately, 
does not permit a full review 
or more detailed analysis of 
the contents of this important 
new study. 


The Editor 
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THE STORY 
OF 


Security Credit 
IN THE 
CAPITAL MARKET 


By Dr. Jutes I. BocGeN AND 
Dr. Herman E. Krooss 


k. Josepu H. Taccart, Dean 
D of the Graduate School of Busi- 
ness Administration of New York 
University, has stated in his preface 
to our study: 

“Despite the key role of the cap- 
ital market in the functioning of 
our economy and the major im- 
portance of security loans to the 
operation of the capital market, 
economic literature contains sur- 
prisingly few studies of this sub- 
ject. A large part of the existing 
literature is polemic or apologetic, 
attacking or defending the use of 
credit in the stock market rather 
than investigating objectively its 
role in the economy.” 

We have attempted to do just 
that—to put the function of secu- 
rity credit in historical perspective, 
to examine the purposes of security 
loans, to survey security credit con- 
trols by the Federal Reserve Sys- 
tem. to explore the effects of se- 
curity credit on the economy in 
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general and the capital market in 
particular, to discuss the potential 
dangers of unregulated types of 
lending, and to weigh the effects of 
changes in margin regulations, 

Security credit, of course. has 
played a vital role in the economic 
development of the United States 
almost from the nation’s inception. 
The rapid growth of the economy 
has made necessary the issuance 
of stocks and bonds in huge 
amounts to raise needed capital. 
Security loans plaved an indispen- 
sable part in financing the distribu- 
tion of these securities. in broaden- 
ing the market for them. and_ in 
enabling security owners to borrow 
money on their holdings when nec- 
essary or desirable. 


Role of the Federal Reserve 

Prior to establishment of the 
Federal Reserve System. larger 
banks in the financial centers were 
compelled to maintain a high de- 
eree of liquidity 

This was necessary because of 
the possibility that smaller banks 
throughout the country. -corres- 
pondent banks of the big New York 
City banks. in particular- -might 
suddenly demand large amounts of 
cash in order to pay out funds 
being withdrawn by their own de- 
positors. 

Call loans on securities——that is. 
loans backed by securities as col- 
lateral and payable on demand 
were the favored liquidity medium 
of big city banks over the larger 
part of the financial history of the 
United States. 
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Sudden forced liquidation of 
this type of loan. however. con- 
tributed to several “money panics.” 
Interest rates were forced on a few 
occasions to fantastic levels and 
security prices dropped sharply. 

Pooling of bank reserves under 
the Federal Reserve System in 
1913 made the money panic a 
thing of the past and the use of 
security credit expanded under the 
System. But the abnormal bulce 
in the volume of security loans in 
the late 1920's, and the rapid defla- 
tion of such credit that followed, 
demonstrated that general credit 
control by the Federal Reserve 
could not cope with such episodes. 

To prevent a repetition of that 
experience, selective regulation of 
security credit was inaugurated 
under the Securities Exchange Act 
of 193-4. Congress granted the Fed- 
eral Reserve Board wide authority 
to set margin requirements for 
many, but by no means all, classes 
of loans to purchase or carry secu- 
rities. By making the Board the 
administrative agency. Congress 
indicated its intent to make regula- 
tion of the volume of security 
credit the ‘primary objective of 
margin regulation. 


Uses of Security Credit 
Few forms of credit, if any, 
have as many varied uses as se- 

curity loans. These include: 
|. Financing the origination and 
distribution of security issues and 
the carrving of inventories by se- 
curity dealers. In view of the very 
large amounts of credit required 
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hy security underwriters and deal- 
ers. there is no other method avail- 
able to finance this vital segment 
ol a free enterprise economy. 

2. Borrowing by investors and 
speculators for a wide variety of 
reasons. among which the quest 
for capital appreciation is but one. 
Other reasons for borrowing to 
purchase or carry securities in- 
clude: investing in anticipation of 
future income. financing subscrip- 
tions to stock offered shareowners. 
profiting from a differential  be- 
tween investment vields and bor- 
rowing costs. and the exercise of 
restricted stock options by corpo- 
rate officials or employes. 

3. Loans for business or con- 
sumption purposes which are fa- 
cilitated by the pledge of securities 
as collateral. In many cases. such 
loans could not be arranged at all 
without collateral to protect the 
lender -or the lender would ad- 
vance a much smaller sum without 
collateral. Almost invariably the 
interest charged would be a good 
deal higher without the protection 
of securities as collateral. 

1. Providing an attractive out- 
let for funds to lenders because of 
the high quality and liquidity of 
securities collateral. For banks. 
however, short-term U. S. Govern- 
ment obligations have replaced se- 
curity loans as a prime liquidity 
medium. 


Economic Effects 


The contribution of security 
credit to economic growth has 
been far greater than the average 
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volume of such loans would indi- 
cate. 

Capital formation is essential to 
economic growth, and the security 
markets play a kev role in capital 
formation. They enable business 
and government to raise funds for 
capital investment by new security 
issues. In addition. corporate stock- 
holders are willing to have a large 
part of current profits reinvested 
to finance expansion. rather than 
paid out to them as earned, because 
they can readily sell their shares if 
they need cash. 

“Wholesale” security credit fi- 
nances both new issues and the 
carrving of inventories by those 
who make markets in outstanding 
issues. “Retail” security credit. by 
expanding the number of those 
who can buy or carry securities, 
broadens the market for both new 
and old issues. 

The security markets do not ab- 
sorb credit. They provide basicaily 
a conduit through which funds are 
transferred from buyers to sellers 
of securities. In other words. an 
increase of security credit results 
in an expansion of funds available 
for business or consumption spend- 
ing just as would an increase in 
other tvpes of credit. Conversely. 
a decline in security credit reduces 
the volume of funds available for 


business or consumer spending. 


Unregulated Security Credit 


One problem that has proved 
difficult for the authorities to. re- 
solve has been the supervision of 
security collateral loans said to be 
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made for purposes other than the 
purchase or carrying of securities 

the “non-purpose” loans. Want- 
ing to hamper bank business lend- 
ing as little as possible, the Federal 
been hesitant about 


Reserve has 


policing “non-purpose” loans un- 
der Regulation U. whereas they 
require a signed aflirmative decla- 
ration of purpose from brokerage 
house customers under Regulation 
T. Regulation | 
1959, however. to require that a 
non-purpose 


was amended in 
statement must be 
signed both by the borrower and 
an officer of the lending bank. 
Experience demonstrated 
that constant vigilance by the Fed- 


has 


eral Reserve will be required if 
and [| 
regulating the total 
volume of security 


Regulations T are to be 
effective in 
credit. rather 
than merely diverting such bor- 
rowing from regulated to unregu- 
lated channels. 

Conceivably. increased borrow- 
ing through unregulated channels 
at times of very high margin re- 
quirements could cause an eventual 
breakdown of the effectiveness of 
security credit regulation, 


In Summary 


1934 


Act was enacted has the volume of 


On no occasion since the 


security credit expanded to an ex- 
tent that has lessened the effective- 
ness of over-all quantitative credit 
controls. -such as open market 
operations or changes in reserve 
requirements. Increases and de- 
creases in security credit have not 


heen large enough to materially 
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affect the stability of the 


market. 


stock 


To achieve its objectives. the 
Federal Reserve has on occasion 
raised initial margin requirements 
to very high levels. Margins were 
established at 100 per cent in 1016 
and at 90 per cent in 1958. Mar- 
gins were 70 per cent or higher 
during almost 11 of the 14 years 
after World War II. They were 100 
per cent for a little over a vear in 
1946-47 and 90 per cent in 1953- 
mid 1960. 


(Ed. Note: The current 70‘ 
rate was effective July 28. 1960.) 


Since economic conditions were 
highly favorable to the equity mar- 
the late forties, high 
margins did not have significant 


ket since 


adverse consequences. Stock prices 
advanced to record levels. and the 
volume of trading expanded mod- 
erately in the years after World 
War 


wholesale 


Il. Security credit. in its 


and retail uses. con- 


tinued to perform functions of 
vreat value to the economy under 
these high margin requirements. 


high 


could well have serious effects upon 


However, such margins 
the breadth and the price level of 
the stock market under less favor- 
able economic conditions which a 
slackening of the rate of growth of 
the economy and a stable or sag- 
ging commodity price level could 
bring about. 

Under economic conditions less 
favorable to a broad rising market 
jor stocks. experience indicates 
that margin changes could well be 
held within a narrower range. 
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i0LD 
STOCKS GRAB 
HEADLINES 


YOLD was frontpage news last 

y month when the price of the 
yellow metal in the London free 
market soared to $40.60 an ounce. 
highest since the London market 
reopened in 1954 after being closed 
1} vears. 

The London price, which com- 
pared with the United States price 
of $35 an ounce, later declined. In 
the meantime. intense interest de- 
veloped in gold shares in interna- 
tional financial centers. 

The initial jump in the London 
free market price for bullion was 
credited to several factors. These 
included concern over a steady de- 
cline in United States gold stocks, 
and talk of weakness in the U.S. 
dollar and the possibility that the 
U.S. might raise the price above $35 





an ounce. The Treasury promptly 
announced that the dollar price of 
gold would remain at $35 where it 


has been for 26 years. 

Nonetheless rumor and surmise 
overseas touched off heavy activity 
in stocks of gold companies. 

On October 20, the day follow- 
ing the sharp rise in gold in Lon- 
don. nine of the 15 most active 
issues on the Stock Exchange had 
a direct or indirect interest in gold 
mining. In a generally declining 
market. five of these stocks estab- 
lished new highs for the year. 

Presumably. of course. a higher 
price for gold bullion might in- 
crease profits of companies en- 
gaged in gold mining. 

The nine stocks are listed below. 
showing their 1960 high-lows 
through October 19 and closing 
prices on October 20, 

The five issues which established 
new 1960 highs were Benguet Con- 
solidated. Campbell Red Lake 
Mines. Dome Mines. Homestake 
Mining. and Sunshine Mining. All 
but one closed below its high and 
one actually ended with a net loss 
for the day. 








1960 
High Low Closing Price Net Change 
(Through 10/19/60) 10/20/60 10/20/60 
Amer.-So. African Inv. Co. Ltd. ...... $34 $18 $2736 $+3% 
Benguet Consolidated, Inc. ......... 12 1 1548 + Ve 
Campbell Red Lake Mines, Ltd....... 17% 95% 17% + % 
Dome Mines, Ltd. ..... Nk dsp lent 257% 17% 27% +15 
Homestake Mining Co. <n son 37 512 +1% 
McIntyre Porcupine Mines, Ltd. .... 317%ga 213% 295% + % 
| Se Ree ee ee 7% 47g 55 + Ve 
So. Amer. Gold & Platinum Co. ...... 7%, 47% 6% + 
Sunshine Mining Co. ............... 7% 5 Pi — Ve 


a—-Adjusted for stock split. 
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YIELDS— 
The Market— 
And The Future 


77 HAT happens to common stock 
W vields in a declining market? 

The question, in a way, is decep- 
tively simple. One obvious answer 
is that yields advance if prices de- 
cline and dividend rates are main- 
tained. 

The indicated yield on a stock 
may be figured simply by dividing 
cash dividends paid in the preced- 
ing 12 months by the current price. 
If a stock sells at S1OO a share and 
has paid 85 in cash dividends dur- 
ing the preceding year, the indi- 
cated vield is 5 per cent. 

If. a vear later. the price drops to 
850 a share and dividends paid in 
the vear dropped to 
82.50. the indicated vield to the in- 


vestor at that time is still 5 per 


preceding 


cent. Thus. it is just as logical to 
sav that vields will hold their own 
in a declining market- -if dividends 
decline proportionately. 

Let’s see what happened this 
year to a group of 25 stocks—se- 
lected at random- —in terms of yield, 
price and dividends. 

The accompanving table lists 25 
issues broken down into various 
from those vielding 


less than 2 per cent each to those 


vield groups 


12 






yielding 5 per cent or more. 


During the period covered— 
from the end of 1959 through Oc- 
tober 20 the market 
generally. as measured by the Dow- 
Jones average of 30 industrial is- 
sues. dropped 96.7 points or 11.2 


this year 


per cent. This was the largest de- 
cline for a similar period since 1937, 

Sixteen of the sampling of 25 
stocks in the table posted losses. 
Some were quite sizable—General 
Electric slipped from $99.12 a 
share to $73.75 and U. S. Steel 
from $98.62 to $74. On the other 
hand. nine scored gains-—and some 
of these were quite sizable. Gillette 
Co, moved from $63.62 to $82.62 
and H. J. Heinz from $90.75. to 
St Es. 

Now. what happened to divi- 
dends during the period under 
study ¥% Nine of the 25 stocks paid 
larger dividends. Fifteen paid the 
same amounts and only one issue 


(Allied Mills) 


amount. 


paid a_ smaller 


25 stocks. then. we 


situation: 


lor these 
this 
registered price declines 


have \ majority 
but 24 
out of 25 either maintained their 
dividends or increased them in a 
declining market. 

Eighteen of the 25 issues showed 
increased yields on October 20 as 
compared with the end of 1959, 
The yield on six were smaller and 
one was unchanged. 

Yield is commonly assumed _ to 
be one of the best gauges for judg- 
ing the investment merits of a stock 
and merit to. this 
argument. It should be remem- 


there is some 
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bered, though, that these yields are 
essentially an expression of past 
performance rather than a promise 
for the future. It is only when a 
company has an_ exceptionally 
steady record as a dividend payer 

that is, the same or an increasing 
dividend recorded 
that yield 
can be regarded as a valid invest- 
ment factor, 


rate has been 
over a period of years 


But. for the more erratic divi- 
dend payers, vield may actually be 
misleading. The stock you buy at 


$50 a share today, and has paid 
$2.50 a share in the preceding 12 
months, has an indicated yield of 5 


per cent. But—-if in the next 12 
months the dividend drops to $1.25 


a share, your yield on your origi- 


nal investment declines to 2.5 per 


cent, 


It should be emphasized that the 
market and dividend action of the 
25 stocks listed below should not be 


considered conclusive. They 


were 


selected only for purposes of illus- 
tration. 





Yield Groups Price 
as of 12/31/59 12/31/59 
Less than 2% 

Polcroid Corp. ... $1812 


Corning Glass Works ...... 145 


Great Northern Paper ..... 52 
Johnson & Johnson ....... 6012 
Amer. Smelting & Refin. 54% 
2 to 2.9% 
General Electric .......... 99 
West Va. Pulp & Paper .... 563% 
Amer. Home Products ...... 1712 
Houston Lt. & Power 681/2 
ee ee eer are 9034 
3 to 3.9% 
Air Reduction Rr eee 84 
U. S. Steel 985 
ee ae 9034 
ee een 43V’2a 
NE Me os sacar aSrawsacsts 635 
4 to 4.9% 
Standard Oil of Cal. 501% 
American Optical ........ 47/2 
Bere Warner ...... 066008 477% 
| ror a a Seeree ee 43 
Com (es 60dieeeurves 201% 
5% & Over 
Woodward Iron .......... 2834 
DN Sie iec sow acca ys 387% 
Storer Broadcasting ....... 31 
ers 3734 
Quaker State Oil Ref. 263% 


a Adjusted for stock split. 
b No Sale—Bid Price. 


Cash Divs. 








1959 Paid In 
Cash Price Yr. Ended 
Div. Yield 10/20/60 10/20/60 Yield 
$0.20 0.1% $2103 $0.20 0.1% 
1.63 1.1U 167 2.00 1.2 
0.60 1.2 3856 0.80 2.1U 
0.80 Be 64144 0.95 1.5U 
1.00 1.8 4914 1.50 3.0U 
2.00 2.0 73% 2.00 27 
1.20 2.1 3336 1.20 3.6 
4.00 2.3U 1652 4.30 2.6 
1.60 2.3 8414 1.60 1.9 
2.20 2.4 115 2.20 19 
2.50 3.0 64 2.50 3.9 
3.00 3.0 74 3.00 4.1 
2.80 3.1U 641/2 3.15 4.9U 
1.40a 3.2 493% 1.63a 3.3U 
2.50 3.9U 825% 2.88 3.5 
2.00 4.0 441 2.00 4.5 
2.00 4.2 51% 2.00 3.9 
2.00 4.2 3312 2.00 6.0 
2.00 4.7 297% 2.00 6.7 
1.00 49 21%, 1.00 4.6 
1.60 5.6 232 1.60 6.8 
2.20 Wg 321% 2.20 6.8 
1.80 5.8 30 1.80 6.0 
2.25 6.0 35 2.00 §.7 
1.60 6.0U 26Va2b 1.75 6.6 


U Dividend rate increased since 10/21/59. 
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INVESTORS’ 
FAVORITES 


. 








FP\HERES some evidence to in- 
I dicate that the nation’s share- 
owning population has grown still 
more since early 1959 when the 
Stock Exchange reported results of 
the most definitive Census of 
Shareowners ever made. 

The Census showed then that 
12,490,000 individuals owned 
shares in public-owned companies 

an astonishing increase over the 
6.030.000 total reported in the 
previous Census made in 1956. 

Since 1959, which industries 
have been most favored by share- 
owners ? 

Which ones are lagging in the 
popularity race among investors? 

And which industries are just 
about holding their own? 

\ctually, there’s no clear-cut 
answer to any of these questions 
but there are some intriguing clues 
in the latest stockholders-of-record 
(SOR) figures for common stocks 
of companies listed on the New 
York Stock Exchange. 

In early 1959 there were a total 
of 21.867.1-44 stockholders of rec- 
ord of common stocks listed on the 
Exchange. By mid-1960 this total 
had grown to 21.216.187 SOR’s. 
an increase of 2.349.013 or 10.7 
per cent. 

Individual stockholder totals are 
derived from SOR totals but the 
relationship between the two is not 
precise. One person may own 
shares in a single company—he 
will show up as one SOR and also 
one individual shareowner. An- 


other person may own shares in 
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COMMON STOCKHOLDERS OF RECORD BY MAJOR INDUSTRY 
GROUPS—EARLY 1959 AND MID-1960 


Mid-1960 Early 1959 


Industry Groups Number Number 
Aircraft wes 802,369 615,423 
Amusement 175,629 185,826 
Automotive 1,785,639 1,690,644 
Building Trade 373,650 327,363 
Chemical 1,908,111 1,650,383 
Electrical Equipment 1,537,711 1,342,918 
Financial 859,318 765,579 
Foods & Commodities 1,261,126 1,167,553 
Leather 80,599 76,071 
Machinery 1,470,322 1,313,186 
Mining 624,696 606,842 
Office Equipment 120,936 95,488 
Paper & Publishing 382,790 344,415 


Petroleum & Natural Gas 2,532,964 2,309,005 
R. R. & R. R. Equipment 979,047 963,161 


Real Estate 58,545 56,584 
Retail Trade 980,736 858,067 
Rubber 172,564 144,692 
Services 90,195 77,639 
Shipbuilding & Operating 46,194 33,932 
Steel & Iron 985,984 990,941 
Textile 277,582 248,334 
Tobacco 308,780 294,838 
Utilities . 5,916,091 5,326,221 
Foreign Companies .... 434,999 382 339 

WE 6b ein One nw ease 24,216,487 21,867,444 


= Excludes issues listed or delisted since 1959. 


“Real” 

__Change> 

‘Overall’’ PerCent Issues Listed Per Cent 
Change Change Both ‘59 & ‘60 Change 


+ 186,946 +30.3 + 166,072 +27.5 

Wie7 —- 35 - 4635 — 738 
+ 94995 + 56 + 93,746 + 35 
+ 46,287 +14.1 + 31,040 + 94 
+ 297,728 +156 + 205,006 +12.4 
+ 194,793 +14.5 + 167,432 +12.4 
+ 7a? +122 + 46927 + 63 
+ 3,573 + 82 + Gai + 37 
+ 4,438 + 5.8 + 4,438 + 58 
+ 157,136 +119 + 112931 + 85 
+ We + 29 + S271 + 13 
+ 25,448 +266 + 25,448 +266 
+ Bare tts + 29,163 + 8.4 
+ 273,959 +113 + 255,959 +11.0 
+ 15,886 + 1.46 + 18,901 + 1.9 
+ 1,961 + 3.4 + 2,868 + 5.0 
+ 122,669 +143 + 71,246 + 8.3 
+ WAZ +2 + 16,476 +113 
+ 12,556 +162 + 6,891 + 89 
+ 12,262 +36.1 + 6,362 +18.7 
- 4,957 — 0.6 =— tem — 14 
+ Bae Fh + D7 +s 
+ Weed + 47 + Wee + 47 
+ 589,870 +11.7 + S30903 + 99 
+ 52,660 +13.7 + @@6 +129 
+2,349,043 +10.7 +1,933,123 + 838 





ten different companies he will 
register as ten SOR’s but is ob- 
viously only one individual share- 
owner, 

On the other hand. one broker- 
ave firm may appear on the books 
of a corporation as a single SOR. 
However. the real owners of the 
shares may be a dozen or a hun- 
dred of the firm’s customers, each 
of whom would be counted as an 
individual shareowner. 

There’s a strong — possibility, 
though. that an increase or de- 
crease in SOR’s may indicate cor- 
responding changes in the number 
of individual shareowners. 
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Largest percentage gain among 
SOR’s between early 1959 and mid- 
1960 was scored by shipbuilding 
and operating companies at 36.1 
per cent. 

Ranking number two was the 
aircraft industry with an increase 
of 30.5 per cent. The oflice equip- 
ment business took third place with 
a gain of 26.6 per cent. 

Railroad and = railroad equip- 
ment stocks posted the smallest 
increase at 1.6 per cent. Doing a 
little better—-but not much were 
the mining industry at 2.9 per 
cent and real estate at 3.1 per cent. 
Other gains ranged from 1.7 per 


15 


cent for tobacco stocks to 19.2 per 
cent for rubber issues. 

Only two of the Exchange's in- 
dustrial groupings showed declines 
in SOR’s. The steel and iron indus- 
try dipped a minor .6 of one per 
cent and the amusement industry 
3.9 per cent. 

The accompanying table shows 
the “overall” changes in SOR’s 
between early 1959 and mid-1960 
and the “real” changes. The latter 
were calculated by excluding all 
issues listed or delisted since 1959, 
In most cases the differences be- 


tween the two are relatively small. 


A noteworthy exception is the ship- 
building and 


which shows an 


operating group 


“overall” gain of 





36.1 per cent and a “real” gain 
of 18.7 per cent. The reason was 
the listing of four companies in 
that the = 1959 
census. 


category — since 
From the viewpoint of total 
SOR’s. utilities dominate the list 
at 5.916.091. The petroleum and 
natural gas industry runs a poor 
second despite the huge total of 
2.582.961. Five other 
easily the 1,000,000 
automotive, 


eroups 

level: 
electrical 
equipment, machinery and foods 
and commodities. 


top 
chemical, 


Shipbuilding and operating. de- 
spite the addition of four com- 
panies. was at the bottom of the 
list with 16.194 SOR’s. 
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NEW COMMON 
LISTINGS 

N 1960 AT 
RECORD HIGH 


Hea stocks newly listed on 
A the Stock Exchange this year 





reached a record annual high of 
51 in early October. Previous high. 
according to available records go- 
ing back 25 years, was 50 in 19106, 
Last year’s total was I1. 

This vear’s record probably will 
be raised even higher with the 
addition of a few more common 
issues before the year is out. 

Original common stock listings 


since LOL are shown below: 


LOL| 22 1952 19 
10.45 — 24 1953 — 18 
1916 — 50 1951 17 
1947 — 29 1955 — 30 
19.16 — 20 1956 — 24 
1949 — 27 1957 15 
1950 — 20 1958 — 19 
L951] 25 1959 1] 


The four latest newcomers to the 
Exchange's list—in order of their 
listing—were: 


RYDER SYSTEM, INC., Miami. Flor- 
ida. started as a one-truck opera- 
tion in 1933. Today the company 
operates the nation’s largest truck 
leasing company and one of the 
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ten largest truck lines. The com: 


pany is also engaged in automobile 
rental, general leasing and manu- 
facturing, 

Trading in Ryder’s 2.082.605 
shares of $2.50-par common stock 
started September 19, Ticker sym- 
bol: RDR. First transaction in the 
stock was at 333.25 a share. 

The company’s stock (160,000 
shares) was originally offered to 
the public in 1955, Additional of- 
ferings in 1956. 1957 and 1959. 
plus a 2-for-1 split in 1959. brought 
total shares outstanding to the cur- 
rent level. The company has about 
8.600 shareowners. 

Ryder has paid quarterly divi- 
dends since the first year of public 
ownership. The present annual 
rate is 70 cents per share. 

For the six months ended June 


30. the company reported net earn- 
ings of SL.A71.000. equal to 71 
cents a common share. compared 
with adjusted net of $1,091,000, or 





63 cents a share. in the first half 
of 1959, 

Ryders truck leasing operation. 
with 17.821 units. operates from 
130 branches in 115 cities through- 
out the United States and Canada. 

The manufacturing 
Morrison 


division. 
International Corp.. 
makes automobile tire racks. rail- 
road cabooses and rebuilt freight 
cars at Kenton. Ohio. and Buffalo. 
\. Y. Another Ryder 
Leasing. Inc... leases $36.500.000 
worth of capital equipment. rang- 


division. 


ing from billboards to barges. 


LING-TEMCO ELECTRONICS, INC., a 
space age company. joined the Big 
Board on September 23, The com- 
2.177.698 


standing distributed among some 


pany has shares out- 
20.000 shareowners, 

Opening price was 328 a share. 
Symbol: LTE. 

Earnings for the first half of 


1960) amounted to S1.137.070. 


equal to 59 cents a share. The com- 














pany said a comparison would not 
be meaningful because of aquisi- 
tions. Current policy is to retain 
earnings and no dividends have 
been paid on the common stock. 

The company acquired the assets 
of Temeo Aircraft Corp, through 
an exchange of stock earlier this 
year and at that time changed its 
name from Ling-Altec Electronics, 
Inc.. to Ling-Temco. 

With headquarters in Dallas, 
Ling-Temco, through subsidiaries 
and divisions from coast to coast, 
produces: Superpower transmitters 
for radio, radar and sonar commu- 
nications: vibration and acoustic 
testing systems for missile and jet 
aircraft producers; electronic de- 
vices which visually display and 
plot information gathered by com- 
munication systems; complete 
sound systems for commercial. in- 
dustrial and home use; video cor- 
relators: television cameras. and 
electronic components. 

In the missile field. the compa- 
ny s activities include the weapons 
system management of the Navy's 
Corvus program and production of 
components of the GAR-9, Minute 
Man. Polaris. Hawk. Davey Crock- 
ett and Sergeant missile systems. 

Superpower radar transmitters 
for the BMEWS (Ballistic Missile 
Early Warning System) and Nike- 
Zeus anti-missile missile programs 
are being produced for Ling-Tem- 
co by a subsidiary which also is 
the prime contractor for the Navy's 
2-million-watt radio station to pro- 
vide communication with Polaris- 


carrying submersibles. 
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OLIN OIL & GAS CORPORATION was 


formed in 1953. At that time the 


company announced that it planned 
to develop or acquire oil and gas 
reserves financed by the available 
cash income from its producing 
properties and pipe line operations. 

Trading in the company’s 2.829.- 
628 shares outstanding (out of an 
authorized capital of 6,000,000 
Sl-par shares) started on the Big 
Board on September 29. Symbol: 
OLO. Opening price was S16 a 
share. 

Gross revenues have grown since 
1054 from $21.114,000 to $42.- 
390.000 in 1959. 

Net revenues for the first half 
this vear amounted to $1.575.000. 
equal to 56 cents a common share. 
compared with $2.071.000. or 73 
cents a share in the first half of 
1959, 

In early 1959. a stock dividend 
of 214 per cent was paid on the 
common and in January of this 
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year a cash dividend of 50 cents 
was paid. The company has about 
3.800 common shareowners. 

The company’s gas transmission 
system is composed of 1,281 miles 
of wholly- and jointly-owned pipe 
lines. including 763 miles of wholly - 
owned transmission lines in Louisi- 
ana and Mississippi having a ca- 
pacity of about 550 million cubic 
feet of gas per day. These trans- 
mission lines consist of three sepa- 
rate systems which supply gas to 
Baton Rouge’s industrial market. 


Company headquarters are in New 
Orleans. 





i On aaa 


BASIC INCORPORATED made its bow 
on the Stock Exchange on October 
3. Symbol: BAL. Opening price was 
$16.12 per share. A total of 1.254. 
O81 shares were listed. 

The 50-year-old company has 7 
plants located in Ohio. Nevada. 
Indiana and New York. Headquar- 
ters are in Cleveland. 











Basic is the free world’s largest talization) in the first half of 1959, 
producers of the granular refrac- Reduced net income this year 
tories used for lining and mainte- was attributable. the company 
nance of basic open hearth, elec- said. to lower sales of refractory 
tric and oxygen — steelmaking products, paralleling decreased 
furnaces. The company also man- — steel production, and to increased 
ufactures lime and = magnesia labor. material and other operat- 


products for the building industry. ing costs which have not been off- 
for industrial processing and for set by commensurate price in- 
avriculture. creases. 

Net income for the first six Basic has more than 2.900 share- 


months of 1060 was 3980.139, owners and has made four 25-cent 
equal to 79 cents a share. Leyes com- cash dividend payments this year. 
pared with 31,189.690, or $1.22 a An adjusted total of 75 cents a 
share (adjusted to existing capi- share was paid in 1959, 
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Why Johnny 
Can Read the 
Stock Tables 


YOME time ago 40 students in 
the eighth grade class at Kernan 
School in Utica, N. Y.. came upon 
one of the most bewildering prob- 








lems of their young lives. The so- 
lution was an almost brand new 
approach to the study of the Ameri- 
can economic system. 

The youngsters decided to buy 
one share of common stock. They 
chipped in some small change, 
reviewed the prospects of various 
companies whose stock sold in 
their price range, and invested in 
a single share of the one they con- 
sidered the soundest purchase. The 
project unfolded without any in- 
cident until the eighth graders re- 
ceived the first quarterly dividend 
check. It came to exactly a dime. 
\fter considerable debate on how 
to divide 10 cents among 40 young 
capitalists, the kids hit on what 
seemed an ideal solution. They 
hought a dime’s worth of jelly 
heans — or just enough to go 
around, 

Unusual? Except for that  in- 
ventive trip to the candy store. the 
Kernan School's investment isn't 
unusual nowadays. In more and 
more of America’s schools stu- 
dents are learning the risks and 
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rewards of shareownership by be- 


coming shareowners themselves. 

In Littleton, Colo.. for example, 
a group of seventh grade pupils 
bought three shares of an airline 
stock last summer. Day after day 
they followed price fluctuations in 
their newspapers. 

In Nyack, N. Y., seniors con- 
tributed 25 cents apiece, appointed 
a study committee and voted on 
which stock to buy with the class 
funds. In this case. incidentally. 
the president of the company they 
selected presided over a teen-age 
stockholder meeting at Nvack. 

In Portsmouth. Ohio. seven high 
school classes formed their own 
investment club and bought two 
shares of stock in a steel company. 

After listening to a teacher ex- 
plain the advantages of shareown- 
ership, high school students in Ft. 
Wayne, Ind., embarked on a do-it- 
yourself movement too, They con- 
tributed enough nickels. dimes 
and quarters to buy two shares of 
a food stock as in other cases. class- 
room stock was bought in the name 
of the teachers. 

In such other towns as Keene 
Valley. N.Y., Union City. N. J., 
and Springfield. Ill. teen-age stu- 
dents learn what makes the stock 
ticker tick by actually investing 
small sums of money. 

And if all this activity among 
school children across the country 
means that any number of teen-age 
capitalists open the newspapers 
not to the comics or the sports but 
to the financial section well. so 
much the better. 
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